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rate of 50 percent for flexibly-priced
contracts and subcontracts, the con-
tractor shall exclude $200,000 from the
indirect cost pool ($100,000/50% =
$200,000).

30.607 Subcontract administration.

When a negotiated CAS price adjust-
ment or a determination of noncompli-
ance is required at the subcontract
level, the CFAO for the subcontractor
shall furnish a copy of the negotiation
memorandum or the determination to
the CFAO for the contractor of the
next higher-tier subcontractor. The
CFAO of the contractor or the next
higher-tier subcontractor shall not
change the determination of the CFAO
for the lower-tier subcontractor. If the
subcontractor refuses to submit a GDM
or DCI proposal, remedies are made at
the prime contractor level.

PART 31—CONTRACT COST
PRINCIPLES AND PROCEDURES

Sec.

31.000 Scope of part.

31.001 Definitions.

31.002 Availability of accounting guide.

Subpart 31.1—Applicability

31.100 Scope of subpart.

31.101 Objectives.

31.102 Fixed-price contracts.

31.103 Contracts with commercial organiza-
tions.

31.104 Contracts with educational institu-
tions.

31.105 Construction and architect-engineer
contracts.

31.106 Facilities contracts.

31.106-1 Applicable cost principles.

31.106-2 Exceptions to general rules on al-
lowability and allocability.

31.106-3 Contractor’s commercial items.

31.107 Contracts with State, local, and fed-
erally recognized Indian tribal govern-
ments.

31.108 Contracts with nonprofit organiza-
tions.

31.109 Advance agreements.

31.110 Indirect cost rate certification and
penalties on unallowable costs.

Subpart 31.2—Contracts With Commercial
Organizations

31.201 General.

31.201-1 Composition of total cost.
31.201-2 Determining allowability.
31.201-3 Determining reasonableness.

Pt. 31

31.201-4
31.201-5

Determining allocability.

Credits.

31.201-6 Accounting for unallowable costs.

31.201-7 Construction and architect-engi-
neer contracts.

31.202 Direct costs.

31.203 Indirect costs.

31.204 Application of principles and proce-
dures.

31.205 Selected costs.

31.205-1 Public relations and advertising
costs.

31.205-2 [Reserved]

31.205-3 Bad debts.

31.205-4 Bonding costs.

31.205-5 [Reserved]

31.205-6 Compensation for personal services.

31.205-7 Contingencies.

31.205-8 Contributions or donations.

31.205-9 [Reserved]

31.205-10 Cost of money.

31.205-11 Depreciation.

31.205-12 Economic planning costs.

31.205-13 Employee morale, health, welfare,
food service, and dormitory costs and
credits.

31.205-14 Entertainment costs.

31.205-15 Fines, penalties, and mischarging
costs.

31.205-16 Gains and losses on disposition or
impairment of depreciable property or
other capital assets.

31.205-17 Idle facilities and idle capacity
costs.

31.205-18 Independent research and develop-
ment and bid and proposal costs.

31.205-19 Insurance and indemnification.

31.205-20 Interest and other financial costs.

31.205-21 Labor relations costs.

31.205-22 Lobbying and political activity
costs.

31.205-23 Losses on other contracts.

31.205-24 Maintenance and repair costs.

31.205-256 Manufacturing and production en-
gineering costs.

31.205-26 Material costs.

31.205-27 Organization costs.

31.205-28 Other business expenses.

31.205-29 Plant protection costs.

31.205-30 Patent costs.

31.205-31 Plant reconversion costs.

31.205-32 Precontract costs.

31.205-33 Professional and consultant serv-
ice costs.

31.205-34 Recruitment costs.

31.205-35 Relocation costs.

31.205-36 Rental costs.

31.205-37 Royalties and other costs for use
of patents.

31.205-38 Selling costs.

31.205-39 Service and warranty costs.

31.205-40 Special tooling and special test
equipment costs.

31.205-41 Taxes.

31.205-42 Termination costs.

31.205-43 Trade, business, technical,
professional activity costs.

and

589



31.000

31.205-44 Training and education costs.

31.205-45 [Reserved]

31.205-46 Travel costs.

31.205-47 Costs related to legal and other
proceedings.

31.205-48 Research and development costs.

31.205-49 Goodwill.

31.205-50 [Reserved]

31.205-51 Costs of alcoholic beverages.

31.205-52 Asset valuations resulting from

business combinations.

Subpart 31.3—Contracts With Educational

Institutions
31.301 Purpose.
31.302 General.
31.303 Requirements.

Subparts 31.4-31.5 [Reserved]

Subpart 31.6—Contracts With State, Local,
and Federally Recognized Indian Trib-
al Governments

31.601 Purpose.
31.602 General.
31.603 Requirements.

Subpart 31.7-Contracts With Nonprofit
Organizations

31.701 Purpose.
31.702 General.
31.703 Requirements.

AUTHORITY: 40 U.S.C. 121(c); 10 U.S.C. chap-
ter 137; and 42 U.S.C. 2473(c).

SOURCE: 48 FR 42301, Sept. 19, 1983, unless
otherwise noted.

31.000 Scope of part.

This part contains cost principles
and procedures for (a) the pricing of
contracts, subcontracts, and modifica-
tions to contracts and subcontracts
whenever cost analysis is performed
(see 15.404-1(c)) and (b) the determina-
tion, negotiation, or allowance of costs
when required by a contract clause.

48 FR 42301, Sept. 19, 1983, as amended at 62
FR 51271, Sept. 30, 1997]

31.001 Definitions.

As used in this part—

Accrued benefit cost method means an
actuarial cost method under which
units of benefits are assigned to each
cost accounting period and are valued
as they accrue; i.e., based on the serv-
ices performed by each employee in the
period involved. The measure of nor-
mal cost under this method for each

48 CFR Ch. 1 (10-1-05 Edition)

cost accounting period is the present
value of the units of benefit deemed to
be credited to employees for service in
that period. The measure of the actu-
arial accrued liability at a plan’s in-
ception date is the present value of the
units of benefit credited to employees
for service prior to that date. (This
method is also known as the unit cred-
it cost method without salary projec-
tion.)

Accumulating costs means collecting
cost data in an organized manner, such
as through a system of accounts.

Actual cash value means the cost of
replacing damaged property with other
property of like kind and quality in the
physical condition of the property im-
mediately before the damage.

Actual costs means (except for subpart
31.6) amounts determined on the basis
of costs incurred, as distinguished from
forecasted costs. Actual costs include
standard costs properly adjusted for
applicable variances.

Actuarial accrued liability means pen-
sion cost attributable, under the actu-
arial cost method in use, to years prior
to the current period considered by a
particular actuarial valuation. As of
such date, the actuarial accrued liabil-
ity represents the excess of the present
value of future benefits and adminis-
trative expenses over the present value
of future normal costs for all plan par-
ticipants and beneficiaries. The excess
of the actuarial accrued liability over
the actuarial value of the assets of a
pension plan is the unfunded actuarial
liability. The excess of the actuarial
value of the assets of a pension plan
over the actuarial accrued liability is
an actuarial surplus and is treated as a
negative unfunded actuarial liability.

Actuarial assumption means an esti-
mate of future conditions affecting
pension cost; e.g., mortality rate, em-
ployee turnover, compensation levels,
earnings on pension plan assets, and
changes in values of pension plan as-
sets.

Actuarial cost method means a tech-
nique which uses actuarial assump-
tions to measure the present value of
future pension benefits and pension
plan administrative expenses, and that
assigns the cost of such benefits and
expenses to cost accounting periods.
The actuarial cost method includes the
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